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PART  I  -  BACKGROUND  AND  SCOPE 

Background 

Audit  date  -  fiscal  years  ended  June  30,  1977,  1978  and  1979 
for  NDSL,  CWS,  and  SEOG.   Fiscal  year  ended  June  30,  1979  for 
BEOG. 

National  Direct  Student  Loan  Fund  -  (NDSL) 
Established  July  1,  1959 
Cumulative  amount  loaned:  $5,204,198 
Number  of  students  extended  loans:   6,475 
Percentage  of  total  loans  in  default:   10.12% 

College  Work-Study  Program  -  (CWS) 
Established  July  1,  1959 

Total  Federal  and  University  expenditures  during 
the  fiscal  years  ended: 


June  30,  1977 
June  30,  1978 
June  30,  1979 


$910,420 
783,767 
783,390 

Number  of  students  participating  during 
the  fiscal  years  ended: 


June  30,  1977 
June  30,  1978 
June  30,  1979 


1,024 
919 
931 


Supplemental  Educational  Opportunity  Grant  (SEOG) 
Established  July  1,  1959 
Total  Federal  expenditures  during 
the  fiscal  years  ended: 


$108,941 
139,150 
133,138 

Total  number  of  students  participating  during 
the  fiscal  years  ended: 


June  30,  1977 
June  30,  1978 
June  30,  1979 


June  30,  1977 
June  30,  1978 
June  30,  1979 


159 
186 
180 


Basic  Educational  Opportunity  Grant  (BEOG) 
Established  July  1,  1973 
Total  Federal  expenditures  during 

the  fiscal  year  ended  June  30,  1979:   $1,189,21! 
Number  of  students  participating  during 

the  fiscal  year  ended  June  30,  1979:   1,527 
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The  University  officials  responsible  for  overall 
administration  of  the  programs  are  the  Controller  and  the 
Director  of  Student  Financial  Aid. 

The  Financial  Aid  Office  is  responsible  for  application 
processing  and  loan  approvals,  as  well  as  the  school's  compliance 
with  the  various  U.S.  Office  of  Education  regulations  governing 
the  school's  participation  in  Federal  and  state  student  financial 
aid  programs. 

The  Controller's  Office  is  responsible  for  the  program's 
financial  management,  general  ledger  accounting,  payments, 
collections,  and  quarterly  financial  reports  of  the  Loan  Fund. 

During  the  audit  period  the  University  received  other 
student  financial  aid  funds  including  $76,152  from  the  state  for 
the  State  Student  Incentive  Grant  Program  and  $155,289  from 
private  scholarship  programs. 

Scope 

Our  audit  of  the  National  Direct  Student  Loan  Program, 
College  Work-Study  Program,  Supplemental  Educational  Opportunity 
Grants  Program  and  Basic  Educational  Opportunity  Grants  Program 
was  performed  in  accordance  with  financial  and  compliance 
elements  of  the  "Standards  for  Audit  of  Governmental 
Organizations,  Programs,  Activities  and  Functions"  issued  by  the 
Comptroller  General  in  June  1972  (1974  Reprint)  and  the  audit 
guides  prescribed  by  the  Department  of  Health,  Education  and 
Welfare  dated  July  1978.   The  purpose  of  the  audit  was  to 
formulate  an  opinion  on  the  basic  financial  statements  as  a  whole 
and  to  determine  if  these  programs  were  administered  in 
accordance  with  applicable  laws,  regulations,  terms  of 
agreements,  and  OE  directives  which  are  set  forth  in  the  audit 
guide. 

The  audit  indicated: 

1.   Expressing  an  opinion  on  the  balance  sheets,  related 

statement  of  changes  in  fund  balances,  and  supplementary 
schedules. 
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2.  Evaluation  of  the  institution's  policies,  procedures, 
and  practices  used  to  administer  the  programs. 

3.  Determination  of  compliance  with  applicable  sections  of 
the  acts,  related  Federal  regulations,  and  Office  of 
Education  policies  and  procedures. 

4.  Evaluation  of  the  institution's  systems  of  internal 
control,  accounting,  and  reporting,  and  the  controls 
maintained  in  the  operation  of  and  accounting  for  the 
funds  provided  for  the  programs. 

5.  Reconciliation  of  the  information  reported  on  the 
appropriate  financial  statements,  with  OE  Forms  646  and 
255-3  for  the  three  years  audited. 

As  part  of  our  audit  we  obtained  confirmation  from  selected 
students  on  BEOG  awards,  SEOG  awards,  students  participating  in 
the  CWS  program  and  student  NDSL  loan  balances.   We  did  not  seek 
confirmation  of  participation  in  these  programs  for  the  years 
ended  June  30,  1977  or  1978  as  it  was  determined  impractical, 
however  we  were  able  to  determine  the  propriety  of  such 
participation  by  use  of  alternative  auditing  procedures. 

We  mailed  out  380  requests  for  confirmations  to  students 
participating  in  the  campus  base  programs.   We  received  216 
confirmations  back  from  the  students  of  which  183  were  correct 
and  33  responses  indicated  they  were  not  in  agreement.   The 
majority  of  the  33  noted  differences  were  due  to  time  lapses 
between  payments  and  posting  of  payments.   One  hundred  and  thirty 
six  of  the  confirmations  were  not  returned  by  the  students  and 
the  balance  of  28  were  returned  by  the  Post  Office  with  the 
notation  "moved,  left  no  forwarding  address". 

The  audit  covered  the  period  July  1,  1976  through  June  30, 
1979  for  NDSL,  CWS,  and  SEOG  and  the  period  July  1,  1978  through 
June  30,  1979  for  BEOG.   The  field  work  was  performed  during  the 
months,  July  1979  through  November  1979  at  the  institution's 
business  and  student  financial  aid  offices. 
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PART  II  -  HIGHLIGHTS  OF  AUDIT  RESULTS 

Our  unqualified  opinion  on  the  basic  financial  sttements 
appears  elsewhere  in  this  report.   During  our  audit  nothing  came 
to  our  attention  which  caused  us  to  believe  that  the  University 
had  not  generally  administered  its  Student  Aid  Programs  (CWS, 
SWOG  and  BEOG)  in  accordance  with  the  Department  of  Health, 
Education  and  Welfare  Federal  regulations  and  directives  cited  in 
the  HEW  Audit  Guides  for  these  programs.   The  NDSL  program  was 
not  properly  administered  in  accordance  with  the  regulations  as 
more  fully  described  under  the  "Findings  and  Recommendations" 
Section  of  this  report.   In  addition,  certain  other  areas  of  the 
University's  management  of  student  aid  programs  were  in  need  of 
improvement.   These  matters  are  also  discussed  more  fully  under 
the  "Findings  and  Recommendations"  section  of  this  report.   Our 
opinion  on  the  financial  statements  and  schedules  is  on  page  -. 
The  University  is  aware  of  the  existing  deficiencies  and  has 
implemented  corrective  procedures. 
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Arthur  Young  S   Company 

SECURITY    LIFE    BUILDING 
DENVER, COLORADO    80202 

The  Legislative  Audit  Committee  of  the 

Montana  State  Legislature 
Helena,  Montana 

We  have  examined  the  accompanying  balance  sheets  of  the 
National  Direct  Student  Loan  Program  (NDSL)  and  College  Work 
Study  Program  (CWS)  of  the  University  of  Montana  as  of  June  30, 
1979  and  the  related  statements  of  changes  in  fund  balances  for 
the  three  years  then  ended,  the  statement  of  changes  in  fund 
balance  of  the  Supplemental  Educational  Opportunity  Grants 
Program  (SEOG)  for  the  three  year  period  then  ended,  and  the 
statement  of  changes  in  fund  balance  of  the  Basic  Educational 
Opportunity  Grants  Program  for  the  year  then  ended.   Our 
examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  with  "Standards  for  Audits  of  Governmental 
Organizations,  Programs,  Activities  and  Functions"  issued  in  June 
1972  (1974  reprint)  by  the  Comptroller  General  (GAO) ,  applicable 
to  examinations  of  financial  operations  and  reviews  of  compliance 
with  applicable  laws  and  regulations,  and  with  the  audit 
requirements  set  forth  in  the  audit  guides  issued  by  the 
Department  of  Health,  Education  and  Welfare  dated  July  1978   and 
June  1978,  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances,  except  as  stated  in 
the  following  paragraph. 

At  the  instruction  of  management,  we  did  not  extend  our 
auditing  procedures  to  enable  us  to  express  an  opinion  on  the 
consistency  of  application  of  accounting  principles  with  the 
preceding  period. 

In  our  opinion,  the  statements  mentioned  above  present 
fairly  the  financial  position  of  the  National  Direct  Student  Loan 
Program  and  College  Work  Study  Program  of  the  University  of 
Montana  at  June  30,  1979,  and  the  changes  in  fund  balances  of  the 
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Arthur  Young  S  Company 


NDSL,  CWS  and  SEOG  programs  for  the  three  year  period  then  ended, 
and  the  changes  in  fund  balance  of  the  BEOG  program  for  the  year 
then  ended,  in  conformity  with  generally  accepted  accounting 
principles. 

We  have  not  audited  the  National  Direct  Student  Loan  Program 
cumulative  statement  of  changes  in  fund  balance  and,  accordingly, 
we  do  not  express  an  opinion  on  it. 

The  examination  referred  to  above  was  directed  primarily 
toward  formulating  an  opinion  on  the  aforementioned  financial 
statements  as  of  and  for  the  three  and  one  year  periods  ended 
June  30,  1979,  taken  as  a  whole,  and  was  not  directed  toward 
formulating  an  opinion  on  the  balance  sheets  at  June  30,  1977  and 
1978,  or  the  statements  of  changes  in  fund  balances  for  the 
individual  years  ended  June  30,  1977,  1978  and  1979.   The 
supplementary  data  included  in  Schedules  1  through  3,  are 
presented  for  supplementary  analysis  purposes  and  are  not 
necessary  for  a  fair  presentation  of  the  financial  position  as  of 
June  30,  1979  and  the  changes  in  fund  balances  for  the  three  year 
period  then  ended.   The  supplementary  data  included  in  Schedules 
1  and  3,  (except  where  otherwise  indicated),  have  been  subjected 
to  the  auditing  procedures  applied  in  the  examination  of  the 
basic  financial  statements  and,  in  our  opinion,  are  stated  fairly 
in  all  material  respects  only  when  considered  in  conjunction  with 
the  financial  statements  of  the  NDSL  Program  taken  as  a  whole. 
The  supplementary  data  included  in  Schedules  2,  4,  5  and  6  were 
not  audited  by  us  and,  accordingly  we  do  not  express  an  opinion 
on  them. 
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December  18,  1979  Wesley  C.  Carlisle,  CPA 
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UNIVERSITY  OF  MONTANA 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

BALANCE  SHEET 

June  30,  1979 


ASSETS 


Cash 

Student  loans  receivable 

Less  allowance  for  doubtful  loans 


$2,907,999 
396,000 


$    13,357 

2,511,999 
$2.525.356 


LIABILITIES  AND  FUND  BALANCES 


Accounts  payable 

Due  to  the  University  of  Montana 
Total  liabilities 

Fund  balances: 
Capital : 

Federal  contributions: 
Authorized 
Repaid 
Institutional  contributions: 
Authorized 
Repaid 
Noncapital  fund  deficit 

Total  fund  balances 


$3,014,082 
25,187 

336,889 
2.798 


30 


30,000 


30,030 


2,988,895 

334,091 
(827,660) 

2,495,326 


$2.525.356 


See  accompanying  notes, 
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UNIVERSITY    OF    MONTANA 
NATIONAL   DIRECT    STUDENT    LOAN    PROGRAM    (NDSL) 

STATEMENT   OF    CHANGES    IN    FUND   BALANCES 

Three   year   period   ended   June   30,    1979 
and    the    period  July   1,    1959   through   June   30,    1979 

Cumulative 
for    the 

period  Three    year 

7/01/59  period 

thru  ended 

6/30/79  6/30/79 


NONCAPITAL    FUND   DEFICIT: 
Additions: 

Interest   on   loans   collected 
Interest   on   loans   cancelled 
Reimbursement   on   loans   cancelled 
Other 

Total    additions 
Deductions : 

Loan   principal   and    interest   cancelled 
Teaching    service 
Military    service 
Death 

Bankruptcy 
Disability 

Total 
Administrative   expense 
Cost   of    litigation   and   collection 
Provision    for   doubtful    loans 

Total   deductions 

Net   decrease    for    the   period 

Fund   deficit   at   beginning   of   period 

Fund   deficit    at   June   30,    1979 


(Unaudited) 


$    168,847 

54,603 

6,186 

253 


229.889 


1.057,549 
(827,660) 

$(827.660) 


$      58,409 

12,140 

6,186 

76.735 


414 

328 

93,858 

3 

743 

1,626 

20 

355 

4,278 

41 

123 

18,685 

2 

322 

1,847 

481 

871 

120,294 

151 

766 

55,035 

27 

,912 

11,049 

396 

000 

151,000 

337,378 
(260,643) 
(567.017) 

$(827.660) 


CAPITAL  FUND  BALANCES: 

Fund  balance  at  beginning  of  period 
Add  authorized  contributions 
Less  repayments 

Fund  balance  at  June  30,   1979 


CONTRIBUTIONS 


Cumulative  for  the 

period  7/1/59 

through  6/30/79 


Three  year  period 
ended  6/30/79 


Federal     University         Federal     University 


(Unaudited) 

g       _  $      _  $2,452,023  $274,439 

3,014,082   335,889      536,872  59,652 

25,187     2,798  -  n 


$2^988.895     $334.091       $2.988.895     $334.091 


See   accompanying   notes. 
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UNIVERSITY  OF  MONTANA 
COLLEGE  WORK  STUDY  PROGRAM  (CWS) 

BALANCE  SHEET 

June  30,  1979 


ASSETS 


Cash  $28,565 

Off-campus  agency  receivable  8 ,401 

$36.966 


LIABILITIES  AND  FUND  BALANCES 

Accrued  wages  payable  $35,819 
Overaward  due  federal  government  1 , 147 
Fund  balance  ^ 

$36.966 


See  accompanying  notes, 
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UNIVERSITY  OF  MONTANA 
COLLEGE  WORK  STUDY  PROGARM  (CWS) 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Three  year  period  ended  June  30,  1979 


Additions : 

Total  grant  award  authorization 
Deduct : 

Amount  of  grant  award  not  requested 
or  deposited 

Balance  of  funds  provided  by  Federal 
government 

Funds  transferred  from  SEOG  program 
Funds  provided  by  the  University 

Total  additions 


Deductions: 
Wages: 

On  campus : 

Federal  share 
University  share 
Off  campus: 

Federal  share 
University  share 


$2,081,848 


106,402 


1,975,446 

10,865 
491,266 

2,477,577 


$1,410,161 
353,197 

452,445 

138,069   $2,353,872 


Administrative  expense 

Funds  transferred  to  SEOG  program 

Total  deductions 

Net  change  for  the  period 
Fund  balance  at  July  1 ,  1976 

Fund  balance  at  June  30,  1979 


93,894 
29,811 


2,477,577 


See  accompanying  notes, 
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UNIVERSITY  OF  MONTANA 
SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (SEOG) 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

Three  year  period  ended  June  30,  1979 


Additions : 

Total  grant  award  authorization 

Deduct : 

Amount  of  grant  award  not  requested  or  deposited 

Balance  of  funds  provided  by  Federal  government 

Funds  transferred  from  CWS  program 

Total  additions 


$365,889 

14,471 
351,418 

29,811 
381,229 


Deductions: 

Initial  awards 

Continuing  awards 

Administrative  expense 

Funds  transferred  to  CWS  program 

Total  deductions 

Net  change  during  the  period 
Fund  balance  at  July  1,  1976 

Fund  balance  at  June  30,  1979 


207,150 

148,970 

14,244 

10.865 


381,229 


See  accompanying  notes, 
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UNIVERSITY  OF  MONTANA 
BASIC  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (BEOG) 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Year  ended  June  30,  1979 


Additions: 

Current  approved  authorization 

Deduct : 

Funds  not  requested  or  deposited 

Total  additions 


$1,197,968 

8,414 

1,189,554 


Deductions: 

Gross  awards  to  students 
Less  recoveries 

Total  deductions 

Net  change  for  the  period 
Fund  balance  at  July  1,  1978 

Fund  balance  at  June  30,  1979 


;i, 195, 684 
6,466 


1,189,218 
336 

; 336 


See  accompanying  notes, 
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UNIVERSITY  OF  MONTANA 

NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

COLLEGE  WORK-STUDY  PROGRAM  (CWS) 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (SEOG) 

BASIC  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (BEOG) 

NOTES  TO  FINANCIAL  STATEMENTS 

June  30,  1979 

1.  Summary  of  significant  accounting  policies 

Significant  accounting  policies  followed  by  the 
University  with  respect  to  the  National  Direct  Student 
Program,  College  Work-Study  Program,  Supplemental 
Educational  Opportunity  Grants  Program  and  Basic  Educational 
Oportunity  Grants  Program  are  as  follows: 

Financial  statements: 

The  accompanying  financial  statements  have  been 
prepared  on  the  accrual  basis,  except  for  depreciation. 

Fund  accounting: 

The  accounts  of  the  University  are  maintained  in 
accordance  with  the  principles  of  fund  accounting. 
Separate  accounts  are  maintained  for  each  fund.   The 
general  records  of  the  University  include  operations  of 
the  NDSL  Program  in  the  loan  funds,  the  CWS  Program  and 
SEOG  Program  in  the  restricted  current  funds,  and  the 
BEOG  Program  in  agency  funds. 

2.  Definition  of  terms 


Total  grant  award  authorization: 

The  approved  level  of  Federal  expenditures  shown  on  the 
allocation  letter  for  the  grant  award  period. 
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UNIVERSITY  OF  MONTANA 

NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

COLLEGE  WORK-STUDY  PROGRAM  (CWS) 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (SEOG) 

BASIC  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (BEOG) 

NOTES  TO  FINANCIAL  STATEMENTS 

June  30,  1979 

Definition  of  terms  (continued) 

Amount  of  grant  award  not  requested  or  deposited: 
The  difference  between  the  total  grant  award 
authorization  and  total  Federal  funds  provided  when  all 
funds  received  from  the  Federal  Government  have  been 
expended;  this  is  also  the  unexpended  grant  award 
authorization. 

Funds  provided  by  the  Federal  Government: 

The  total  amount  of  cash  received  from  the  Department 
of  Health,  Education  and  Welfare  on  the  grant  award 
documents. 

Differences  between  amounts  reported  per  University  records 
and  reported  on  Office  of  Education  fiscal  reports 

The  amounts  reported  on  the  statement  of  changes 
in  fund  balance  for  the  NDSL,  CWS,  and  SEOG  programs  agree 
with  the  amounts  reported  on  the  Office  of  Education  Fiscal 
Reports  of  OE  646  and  OE  255-3  except  for  the  items 
discussed  below: 

NDSL  Program  balance  sheet  and  statement  of  changes  in  fund 
balance : 

(1)   1979  -  Adjutment  of  $492  to  decrease  Institutional 
contributions  and  non-capital  fund  deficit  for 
duplication  of  cancellations. 
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UNIVERSITY  OF  MONTANA 

NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

COLLEGE  WORK-STUDY  PROGRAM  (CWS) 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (SEOG) 

BASIC  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (BEOG) 

NOTES  TO  FINANCIAL  STATEMENTS 

June  30,  1979 


Differences  between  amounts  reported  per  University  records 
and  reported  on  Office  of  Education  fiscal  reports 

(2)   1979  -  adjustment  of  $30,030  to  decrease 

Institutional  contributions  which  are  reported  for 
financial  statement  purposes  as  liabilities 

CWS  Program  statement  of  changes  in  fund  balance: 

(1)  1978  -  Reclassification  of  $27,990  From  Federal 
Share  of  on  campus  wages  to  off  campus  wages  and 
reclassification  of  $7,000  from  Institutional 
share  of  on  campus  wages  to  off  campus  wages. 

(2)  1978  -  Adjustment  of  $4,494  to  increase 
Institutional  share  of  off  campus  wages. 

(3)  1979  -  Adjustment  to  decrease  Federal  share  of  on 
campus  wages  by  $525,  Federal  share  of  off  campus 
wages  by  $789,  and  Administrative  expense  by  ^66 
for  overaward  to  students. 

SEOG  program  statement  of  changes  in  fund  balance: 

(1)   1979  -  Adjustment  to  decrease  net  awards  to 
students  by  $8,750. 
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Schedule  1 


UNIVERSITY  OF  MONTANA 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

ANALYSIS  OF  STUDENT  LOANS  RECEIVABLE 

Three  year  period  ended  June  30,  1979 
and  the  period  July  1,  1959  through  June  30,  1979 

Cumulative 
for  the 
period 
7/01/59 

thru 
6/30/79 


Balance  at  beginning  of  period 
Funds  advanced  to  students 


Less  credits: 
Collections 
Cancellations: 

Teaching  service 

Military  service 

Death 

Bankruptcy 

DisabiLity 

Principal  amount  on  loans 
assigned  to  OE* 

Total  credits 
Balance  at  June  30,  1979 


(Unaudited) 

$ 
5,204,198 

5,204,198 


1,868,931 

362,668 

3,290 

20,203 

38,882 

2,225 


2,296,199 
$2.907.999 


Three 

year 
period 

ended 
6/30/79 


$2,266,675 
1,379,839 

3,646,514 

630,361 

83,564 

1,454 

4,255 

17,131 

1,750 


738,515 
$2.907.999 


♦Loans  assigned  to  OE  in  the  amount  of  $64,961  have  not  been  written 
off  the  loan  receivable  balance  but  are  included  in  the  allowance  for 
doubtful  loans. 
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Schedule  2 


UNIVERSITY  OF  MONTANA 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

COMPUTATION  OF  DEFAULT  RATE 

As  of  June  30,  1979 

(Unaudited) 

PRINCIPAL  OUTSTANDING  ON  LOANS  IN  DEFAULT 


Total  amount  advanced  on  loans  in  default 

Deduct : 

Principal  amount  repaid  or  cancelled 
Principal  amount  assigned  to  OE 

Total  remaining  principal  amount  which  has 
neither  been  paid,  cancelled  or  assigned 
to  OE  on  all  loans  in  default 


$   694,518 

253,878 
64,961 


$   375.679 


TOTAL  AMOUNT  OF  MATURED  PRINCIPAL 


Total  amount  advanced  -  all  borrowers 

Deduct : 

Amounts  not  in  repayment  status: 

Student  status  at  University  of  Montana 
Student  status  at  another  institution 
Grace  period 

Total  amount  not  in  repayment 
status 

Total  amount  of  matured  principal 


$5,204,198 


$970,258 

53,040 

442,391 


1,491,593 

$3.712.605 


Percentage  of  loans  in  default  ($375,679  ^  $3,712,605) 


10. i: 
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UNIVERSITY  OF  MONTANA 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

ANALYSIS  OF  CASH  FLOW 

Three  year  period  ended  June  30,  1979 


Schedule  3 


Cash  balance  at  beginning  of  period 

Add: 

Federal  contributions 
University  contributions 
University  loans 
Increase  in  accounts  payable 

Reprogrammed  funds : 
Collections 

Interest  on  loans  collected 
Reimbursement  on  loans  cancelled 

Total  cash  available 

Funds  applied: 

Funds  advanced  to  students 
Administrative  expenses 
Cost  of  litigation  and  other 
collection  costs 

Total  funds  applied 
Cash  balance  at  end  of  period 


536,872 

59,652 

30,000 

30 


630,361 

58,409 

6,186 


1,379,839 
55,035 

11,049 


$   137,776 


626,554 


694,596 
1,459,280 


1.445.923 


$    13.357 


-18- 


* 


v 


Schedule  4 


UNIVERSITY  OF  MONTANA 
NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

For  the  years  ended  June  30,  1977,  1978  and  1979 

(Unaudited) 


NONCAPITAL  FUND  BALANCE: 
Additions : 

Interest  on  loans  collected 
Interest  on  loans  cancelled 
Reimbursment  of  loans  cancelled 

Total  additions 

Deductions : 

Loan  principal  and  interest 
cancelled : 

Teaching  service 
Military  service 
Death 
Bankruptcy 
Disability 

Total 

Administrative  expense 

Cost  of  litigation  and  collection 

Provision  for  doubtful  loans 

Total  deductions 

Net  decrease  for  period 

Fund  deficit  at  beginning  of  period 

Fund  deficit  at  end  of  period 


Years  ended  G/30/ 


1977 


17,730 

4,373 

442 

22,545 


105,653 

(83,108) 
(567,017) 


1978 


22,851 
6,373 
2,241 

31,548 


135,396 

(103,848) 
(650,125) 


1979 


17,745 
1,394 
3,503 

22,642 


34,917 

51,405 

7 

536 

835 

510 

281 

2,555 

1,723 

- 

259 

10,159 

8 

267 

643 

1,204 
65,001 

- 

39,209 

16 

084 

15,166 

16,195 

23 

674 

2,978 

5,900 

2 

171 

48,300 

48,300 

54 

400 

96,329 

(73,687) 
(753,973) 


Sr650.125')   $(753.973)   $(827.660) 


CONTRIBUTIONS 


6/30/77 


Years  ended 
6/30/78 


6/30/79 


CAPITAL  FUND  BALANCE: 
Fund  balance  at 

beginning 

of  period 
Add  authorized 

contributions 
Less  repayments 

Fund  balance  at 
end  of  period 


Federal  University   Federal  University   Federal  University 


$2,452,023  $274,439  $2,592,423  $290,039 
140,400    15,600     274,770    30,530 


i, 867, 193  $320,569 
121,702    13,522 


$2.592.423  $290.039  $2.867.193  $320.569  $2.988.895  $334.091 
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Schedule  5 
UNIVERSITY.  OF  MONTANA 
COLLEGE  WORK  STUDY  PROGRAM  ( CWS ) 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

For  the  years  ended  June  30,  1977,  1978  and  1979 

(Unaudited) 

Years  ended  6/30/ 


1977       1978       1979 


Additions : 

Total  grant  award  authorizations  $803,611  $620,588   $657,649 

Deduct : 

Amount  of  grant  award  not  requested 

or  deposited  81 ,128  ^    25,274 

Balance  funds  provided  by  federal 

government  722,483  620,588    632,375 

Funds  transferred  from  SEOG  program  -  10,865 

Funds  provided  by  the  University  187,937  152,314    151,015 

Total  additions  910,420  783,767    783,390 

Deductions : 
Wages: 

On  campus : 

Federal  share  469,856  452,633    477,672 

University  share  117,464  115,658    120,075 

587,320  578,291    597,747 
Off  campus: 

Federal  share  210,278  128,648    113,519 

University  share  70,473  36,656     30,940 

280,751  165,304    144,459 

Administrative  expense  34,708  29,564    29,622 

Funds  transferred  to  SEOG  Program  7,641  10,608     11,562 

Total  deductions  910,420  783,767    783,390 

Net  change  for  the  year  _  _         _ 

Fund  balance  at  beginning  of  year         -  -  - 


Fund  balance  at  end  of  year  $         $         ^ 
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Schedule  G 
UNIVERSITY  OF  MONTANA 
SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (SEOG) 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

For  the  years  ended  June  30,  1977,  1978  and  1979 

(Unaudited) 

Years  ended  6/30/ 


1977       1978       1979 


Additions : 

Total  grant  award  authorization  $115,771  $128,542  $121,576 

Deduct : 

Amount  of  grant  award  not 

requested  or  deposited  14,471  ^  -^ 

Balance  of  funds  provided  by  Federal 

government  101,300  128,542  121,576 

Funds  transferred  from  CV/S  Program  7,641  10,608  11,562 

Total  additions  108,941  139,150  133,138 

Deductions : 

Initial  awards  66,845  70,976  69,329 

Continuing  awards  37,907  52,375  58,688 

Administrative  expense  4,189  4,934  5,121 

Funds  transferred  to  CWS  Program        -  10,865  ^ 


Fund  balance  at  end  of  year 


Total  deductions  108,941    139,150    133,138 

Net  change  during  the  period                    _         _         _ 
Fund  balance  at  beginning  of  year         ^  ^  ■;:_ 
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PART  IV  -  INTERNAL  CONTROL 

Comments  on  Compliance  and  Internal  Control 

We  have  examined  the  financial  statements  of  the  NDSL,  CWS , 
and  SEOG  Programs  of  the  University  of  Montana  for  the  three  year 
period  ended  June  30,  1979  and  the  BEOG  Program  for  the  year 
ended  June  30,  1979.   Our  opinion  on  the  above  statements  is 
contained  earlier  in  this  report.   As  part  of  our  examination,  we 
studied  and  tested  the  system  of  internal  accounting  control  to 
the  extent  we  considered  necessary  under  generally  accepted 
auditing  standards  and  "Standards  for  Audits  of  Governmental 
Organizations,  Programs,  Activities  and  Functions"  issued  by  the 
Comptroller  General  (GAO)  in  June  1972  (1974  reprint).   Our  study 
and  testing  of  the  system  of  internal  accounting  control  was  done 
to  establish  a  basis  for  relying  on  such  system  in  determining 
the  nature,  timing,  and  extent  of  the  other  auditing  procedures 
necessary  to  enable  us  to  express  an  opinion  on  the  financial 
statements,  and  otherwise  to  assist  us  in  planning  and  performing 
our  examination  of  the  financial  statements. 

We  have  also  made  a  study  of  those  internal  accounting 
control  and  administrative  control  procedures  of  the  University 
of  Montana  that  we  considered  relevant  to  the  criteria 
established  by  the  Department  of  Health,  Education  and  Welfare. 
Our  study  included  tests  of  compliance  with  such  procedures  for 
the  NDSL,  CWS,  and  SEOG  Programs  during  the  period  from  July  1, 
1976  through  June  30,  1979  and  the  BEOG  Program  for  the  period 
July  1,  1978  through  June  30,  1979. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial 
statements  and  maintaining  accountability  for  assets.   We 
understand  that  the  objective  of  those  administrative  control 
procedures  comprehended  in  the  Department  of  Health,  Education 
and  Welfare  criteria  is  to  provide  similar  assurance  as  to 
compliance  with  its  related  requirements.   The  concept  of 
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reasonable  assurance  recognizes  that  the  cost  of  a  system  of 
internal  control  should  not  exceed  the  benefits  expected  to  be 
derived  and  also  recognizes  that  the  evaluation  of  these  factors 
necessarily  requires  estimates  and  judgments  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in 
considering  the  potential  effectiveness  of  any  system  of  internal 
accounting  control.   In  the  performance  of  most  control 
procedures,  errors  can  result  from  misunderstanding  of 
instructions,  mistakes  of  judgment,  carelessness,  or  other 
personal  factors.   Control  procedures  whose  effectiveness  depends 
upon  segregation  of  duties  can  be  circumvented  by  collusion. 
Similarly,  control  procedures  can  be  circumvented  intentionally 
by  management  either  with  respect  to  the  execution  and  recording 
of  transactions  or  with  respect  to  the  estimates  and  judgments 
required  in  the  preparation  of  financial  statements.   Further, 
projection  of  any  evaluation  of  internal  accounting  control  to 
future  periods  is  subject  to  the  risk  that  the  procedures  may 
become  inadequate  because  of  changes  in  conditions  and  that  the 
degree  of  compliance  with  the  procedures  may  deteriorate. 

Our  examination  of  the  financial  statements,  including  the 
study  and  evaluation  of  the  University's  system  of  internal 
accounting  control,  would  not  necessarily  have  disclosed  all 
conditions  requiring  attention  in  the  system  of  internal 
accounting  control  because  both  the  audit  and  study  employed,  as 
is  customary,  selected  tests  of  accounting  records  and  related 
data. 

We  understand  that  procedures  in  conformity  with  the 
criteria  referred  to  in  the  second  paragraph  of  this  report  are 
considered  by  the  Department  of  Health,  Education  and  Welfare  to 
be  adequate  for  its  purpose  in  accordance  with  the  provisions  of 
the  Higher  Education  Act  of  1965  and  related  regulations,  and 
that  procedures  not  in  conformity  therewith  indicate  some 
inadequacy  for  such  purposes.   Based  on  this  understanding  and  on 
our  study,  we  believe  the  University's  procedures  were  adequate 
for  the  Department's  purposes,  except  for  the  conditions 


-23- 


described  later  in  this  report  which  we  believe  are  not  in 
conformity  with  the  criteria  referred  to  above. 

Our  examination  disclosed  the  following  conditions  which 
are,  in  our  opinion,  material  weaknesses  in  internal  accounting 
control.   A  material  weakness  is  a  condition  in  which  the 
prescribed  procedures  or  the  degree  of  compliance  with  them  does 
not  provide  reasonable  assurance  that  errors  or  irregularities  in 
amounts  that  would  be  material  in  the  financial  statements  would 
be  prevented  or  detected  within  a  timely  period  by  employees  in 
the  normal  course  of  performing  their  assigned  functions. 

NDSL  Procedures 

In  October  1978  the  University  contracted  with  American  National 
Educational  Corporation  (ANEC)  to  maintain  all  NDSL  accounts. 
Numerous  problems  were  encountered  in  the  conversion,  and  as  a 
result  during  the  period  October  1978  through  June  1979 
individual  loan  ledgers  were  not  updated  for  advances  to  or 
collections  from  borrowers,  statements  were  not  sent  to 
borrowers,  correspondence  with  borrowers  in  the  grace  period  was 
not  performed  and  the  loan  ledger  was  not  reconciled  to  the 
general  ledger  control  accounts.   During  June  1979,  statements 
with  incorrect  balances  were  mailed  to  borrowers.   As  of  June  30, 
1979,  the  University  was  able  to  reconcile  the  detail 
transactions  occurring  since  October  1978  to  the  general  ledger 
control  account. 

We  recommend  the  University  correct  the  problems  existing  with 
the  NDSL  balances  at  ANEC  as  quickly  as  possible.   Once  this  is 
completed,  the  above  problems  should  be  satisfactorily  resolved. 


In  addition  to  the  above  conditions  our  study  and  evaluations  of 
the  system  of  internal  accounting  control  disclosed  the  following 
conditions  which  although  not  material  weaknesses  are  significant 
and  deserve  managements  attention. 
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Procedural  Manuals 

The  Controllers'  Office  does  not  have  policy  and  procedural 
manuals. 

To  facilitate  the  employees  in  understanding  DHEW  requirements 
and  regulations  in  regard  to  accounting  for  financial  aid 
programs  we  recommend  a  comprehensive  policy  and  procedures 
manual  be  developed. 

Segregation  of  duties 

There  is  a  lack  of  segregation  of  duties  as  one  individual  is 
responsible  for  processing  the  individual  ledgers  through  ANEC, 
for  reconciling  the  individual  ledgers  to  the  general  ledger,  for 
originating  adjustments  to  the  general  ledger,  and  processing 
deferrments  and  cancellations. 

We  recommend  the  University  implement  additional  controls  over 
the  processing  of  NDSL  transactions  to  ensure  the  validity  of  all 
transactions. 

Compliance  testing 

See  the  following  two  pages  for  results  of  compliance  testing. 
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